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Section 1.  Authority 
 
This regulation is adopted and promulgated by [title of supervisory authority] pursuant to [insert provision of state law 
equivalent to Section 5 of the Credit for Reinsurance Model Law] of the [name of state] Insurance Code. 
 
Section 2. Purpose and Intent 
 
The purpose and intent of this regulation is to establish uniform, national standards governing reserve financing arrangements 
pertaining to 
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(2) Portions of policies that satisfy the criteria for exemption set forth in [insert provision of state law 
equivalent to Section 6E of the Valuation of Life Insurance Policies Model Regulation] and which 
are issued before the later of: 

 
(a) The effective date of this regulation, and 
 
(b) The date on which the ceding insurer begins to apply the provisions of VM-20 to establish 

the ceded policies’ statutory reserves, but in no event later than Jan. 1, 2020; 
 

(3) Any universal life policy that meets all of the following requirements: 
 

(a) Secondary guarantee period, if any, is five (5) years or less; 
 
(b) Specified premium for the secondary guarantee period is not less than the net level reserve 

premium for the secondary guarantee period based on the Commissioners Standard 
Ordinary (CSO) valuation tables and valuation interest rate applicable to the issue year of 
the policy; and 

 
(c) The initial surrender charge is not less than one hundred percent (100%) of the first year 
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C. “Grandfathered Policies” means policies of the types described in Subsections B1 and B2 above that were:  
 
(1) Issued prior to January 1, 2015; and  

 
(2)  Ceded, as of December 31, 2014, as part of a reinsurance treaty that would not have met one of the 

exemptions set forth in Section 4 had that section then been in effect.  
 

D. “Non-Covered Policies 



Model Regulation Service—1st Quarter 2017 
 

© 2017 National Association of Insurance Commissioners  787-5 

(1) For Covered Policies described in Section 5B(1) above, the ())Tj
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(2) The ceding insurer determines the Required Level of Primary Security with respect to each 
reinsurance treaty subject to this regulation and provides support for its calculation as determined 
to be acceptable to the commissioner; and 
 

(3) Funds consisting of Primary Security, in an amount at least equal to the Required Level of Primary 
Security, are held by or on behalf of the ceding insurer, as security under the reinsurance treaty 
within the meaning of [insert provision of state law equivalent to Section 3 of the Credit for 
Reinsurance Model Law], on a funds withheld, trust, or modified coinsurance basis; and 

 
(4) Funds consisting of Other Security, in an amount at least equal to any portion of the statutory 

reserves as to which Primary Security is not held pursuant to Paragraph (3) above, are held by or on 
behalf of the ceding insurer as security under the reinsurance treaty within the meaning of [insert 
provision of state law equivalent to Section 3 of the Credit for Reinsurance Model Law]; and 

 
(5) 
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(b) Any deficiency has been eliminated before the due date of the Quarterly or Annual 
Statement to which the valuation date relates through the addition of Primary Security 
and/or Other Security, as the case may be, in such amount and in such form as would have 
caused the requirements of Section 7A(3) and 7A(4) to be fully satisfied as of the valuation 
date.  

 
(3) Nothing in Section 7B(2) shall be construed to allow a ceding company to maintain any deficiency 

under Section 7A(3) or 7A(4) for any period of time longer than is reasonably necessary to eliminate 
it. 

 
Section 8. Severability 
 
If any provision of this regulation is held invalid, the remainder shall not be affected. 
 
Section 9. Prohibition against Avoidance 
 
No insurer that has Covered Policies as to which this regulation applies (as set forth in Section 3) 
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KEY: 
 

MODEL ADOPTION: States that have citations identified in this column adopted the most recent version of the NAIC 
model in a substantially similar manner. This requires states to adopt the model in its entirety but does allow for variations 
in style and format. States that have adopted portions of the current NAIC model will be included in this column with an 
explanatory note. 
 
RELATED STATE ACTIVITY: Examples of Related State Activity include but are not limited to: older versions of the 
NAIC model, statutes or regulations addressing the same subject matter, or other administrative guidance such as bulletins 
and notices. States that have citations identified in this column only (and nothing listed in the Model Adoption column) have 
not adopted the most recent version of the NAIC model in a substantially similar manner. 
 
NO CURRENT ACTIVITY: No state activity on the topic as of the date of the most recent update. This includes states that 
have repealed legislation as well as states that have never adopted legislation. 
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NAIC MEMBER 
 

MODEL ADOPTION 
 
RELATED STATE ACTIVITY 
 

Guam 
 

NO CURRENT ACTIVITY  

Hawaii 
 

NO CURRENT ACTIVITY  

Idaho 
 

NO CURRENT ACTIVITY   

Illinois 
 

NO CURRENT ACTIVITY  

Indiana 
 

NO CURRENT ACTIVITY  

Iowa 
 

IOWA ADMIN. CODE r. 191-112.1 to  
191-112.9 (2018).   
 

 

Kansas 
 

NO CURRENT ACTIVITY  

Kentucky 
 

NO CURRENT ACTIVITY  

Louisiana 
 

NO CURRENT ACTIVITY  

Maine 
 

NO CURRENT ACTIVITY   

Maryland 
 

NO CURRENT ACTIVITY  

Massachusetts 
 

NO CURRENT ACTIVITY  

Michigan 
 

NO CURRENT ACTIVITY   

Minnesota 
 

NO CURRENT ACTIVITY  

Mississippi 
 

NO CURRENT ACTIVITY   

Missouri
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NAIC MEMBER 
 

MODEL ADOPTION 
 
RELATED STATE ACTIVITY 
 

New Hampshire 
 

NO CURRENT ACTIVITY  

New Jersey 
 

NO CURRENT ACTIVITY  

New Mexico






